
VRS Oversight Report No. 19December 16, 2002

Page 1

Commission Draft -- Not Approved

JOINT LEGISLATIVE AUDIT

& REVIEW COMMISSION
OF THE VIRGINIA GENERAL ASSEMBLY

Profile:  Virginia Retirement System Investments

Total Return on Investments

10 years 5 years 3 years 1 year
8.2% 2.0% -3.4%  -8.9%

Investment Policy Indicators (as of September 30, 2002)

Asset Allocation
(% of Asset Class)

Type of Management
(% of Asset Class)

Asset Class Target Actual  Domestic Non-U.S. External VRS
  Public Equity     59.3%   58.4%     76.2% 23.8%         84.9%  15.1%
 Fixed Income    25.0%   25.3%     98.2%   1.8%         51.5%   48.5%
High Yield Bonds      2.4%   2.4%     96.9%   3.1%   100%     0%

Private Equity      7.4%   7.4%     87.9%  12.1%   100%     0%
    Real Estate      5.7%   5.7%     97.0%   3.0%          91.2%    8.8%

Performance/Intermediate Benchmarks

7.9% 1.5% -4.6% -9.2%

Report

OVERSIGHTV R SV R S

Market Value of Assets:  $30.8 billion

Number of External Managers:
Public Equity – 20    Fixed Income – 4

Number of External Investment Accounts:
    Public Equity – 24    Fixed Income – 7

Number of VRS Investment Department Staff:
    33 positions (3 vacant)

FY 2002 Investment Expenses: $99.6 million (28.8 basis points)

FY 2002 Investment Department Operating Expenses: $6.9 million (2.0 basis points)

Semi-Annual Investment Report
December 2002

Due to both lower contributions into the fund and negative equity market returns, the market value
of the VRS pension fund was $30.8 billion as of September 30, 2002.  The return for the fiscal year-to-
date is –10.3 percent and –8.9 percent for the one-year period ending September 30, 2002.  As shown
in Figure 1 on the next page, benefit expenses are approaching, and will likely exceed in the near future,
contributions and investment income.  While the fund’s performance exceeded established bench-
marks for the one-, three-, five- and ten-year periods ending September 30, 2002, the VRS’ investment
returns for the one-, three-, and five-year periods fell short of the current actuarially assumed invest-
ment return of eight percent.  The public equity program continues to be VRS’ largest asset class
comprising 58 percent of the portfolio or approximately $18 billion.

As concerns about the possibility of war, earnings, and the economy became more pronounced, the
U.S. equity markets experienced double-digit negative returns during the third quarter of 2002.  In this
difficult market environment, VRS’ domestic public equity program, valued at $13.7 billion, met its
established performance benchmark for the fiscal year-to-date and exceeded the benchmark for the
one- and three-year periods ending September 30, 2002.  However, the program did not exceed the
benchmark for the five-year period.

 Asset Allocation
 (% of Total Assets)
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* Contributions and Investment Income includes employer and employee contributions, interest, dividends, and 
other investment income (excluding investment expenses and security lending income). 

Source:  JLARC staff analysis of data provided by the Virginia Retirement System. 
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Source:  JLARC staff analysis of VRS data. 
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